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Amendments to By-laws Effective 


Two amendments to the by-laws of the 
American Institute of Accountants which 
were submitted by the committee on by- 
laws with a recommendation for their 
adoption at the annual meeting at Del 
Monte, and were unanimously approved at 
that time, have received the affirmative 
vote of a majority of members by mail 
ballot, and have been declared by the 
president to be effective as of October 28, 
1927. It was said by the committee that 
the amendments were not designed to alter 
the intent of the by-laws in any way, but 
merely to avoid ambiguity. The sections 
amended are as follows: 


Article II, sec. 4 (a) Associates in practice who 
shall have been in practice on their own account 
or in the employ of a practising public accountant 
for five years next preceding the date of application. 

Article II, sec. 4 (b) Accountants in practice 
who shall present evidence of preliminary education 
satisfactory to the board of examiners and shall 
have been in practice on their own account or in 
the employ of a practising public accountant for 
not less than five years next preceding the date of 
application, including at least one year of practice 
in the United States of America. 


Committee Appointments 


The president of the Institute has ap- 
pointed the following committee on federal 
legislation for the current year: 

Edward E. Gore, Illinois, Chairman 


F. F. Hahn, California 
Donald Arthur, New York 


Institute Examinations 
The semi-annual examinations of the 
American Institute of Accountants will be 
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held November 17th and 18th. Thirty- 
seven states and two territories coéperate 
with the Institute in the conduct of exami- 
nations, using the questions prepared by 
the Institute examiners and holding exami- 


nations on the same days. Twenty-nine of 
these states and both territories are holding 
examinations this fall. 


Institute Library Open Monday 
Evenings 


The library of the American Institute of 
Accountants will be open Monday evenings 
until 9 p.m., on and after November 14th. 
In accordance with requests that the facili- 
ties of the library be made available to 
accountants whose business occupies them 
until 5 o’clock, the executive committee 
decided that a librarian remain on duty one 
evening a week. This procedure will be 
experimental at first, but if the innovation 
appears to be justified, it will doubtless 
become a permanent policy. 


Northern Ohio Chapter of the 
Institute 


At the annual meeting of the Northern 
Ohio chapter of the American Institute of 
Accountants, October 27th, the following 
officers were elected: President, W. P. 
Moonan; vice-president, A. G. Potter; sec- 
retary-treasurer, Lewis Wintermute. W. J. 
Taylor and Floyd Chilton were elected di- 
rectors, in addition to the three officers. 

The chapter is making plans for a meeting 
either in November or December with the 
Cleveland chapter of the Robert Morris 
Associates for the purpose of considering 
matters of mutual interest. 
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Regional Meeting of Institute 


A regional meeting for the New England 
region of the American Institute of Account- 
ants was held at the Providence Biltmore 
hotel, Providence, Rhode Island, November 
8th. About 150 persons were present. 

At 2.00 p.m. a technical session was held. 
A paper by Frederick H. Hurdman of 
New York, a member of council of the 
Institute, entitled “Some phases of no-par- 
value stock,” was read and was followed 
by discussion. 

Professor Wesley A. Sturges of Yale 
University spoke on commercial arbitration, 
and A. P. Richardson, secretary of the 
American Institute of Accountants, dis- 
cussed the work of the Institute. 

A dinner-dance took place at 6.45 p.m. 
Homer N. Sweet of Boston acted as toast- 
master at the evening session. Prof. James 
C. Adams, of Brown University, and A. P. 
Richardson spoke at the dinner. 

Entertainment by professional artists 
concluded the programme. The meeting 
was arranged under the auspices of the 
Rhode Island Society of Certified Public 
Accountants, through a committee of which 
George B. Clegg was chairman and William 
H. Segur, secretary. The regional com- 
mittee of the Institute codperated in making 
the preparations. Lewis G. Fisher was 
chairman and Chester R. Union was secre- 
tary of the Institute committee. 

The following officers were elected at the 
meeting: William Z. White, chairman; 
W. A. Musgrave, secretary, and Arthur 
T. Chase, treasurer. It was decided that 
the next meeting of the region be held in 
Connecticut in November, 1928. 


Legislation in Tennessee 


During the 1927 session of the legislature 
of Tennessee, a revenue bill, known as senate 
bill No. 569, was passed by both houses. 
The governor approved it May 4, 1927. 
The act contains a provision for the collec- 
tion of privilege taxes from persons engaged 
in certain vocations, among whom account- 
ants are listed. The passage applicable to 
accountants is as follows: 


CERTIFIED PUBLIC ACCOUNTANTS, AUDITORS, 
PUBLIC ACCOUNTANTS 

Each person, firm or corporation engaged in pub- 

lic accounting, compiling income-tax returns, audit- 

ing, and/or devising and installing systems, where 


AND 


a charge is made therefor, shall pay a privilege tax 
as follows: 

Each person, firm or corporation employing 
one and not more than five accountants, or 
auditors, in each county.................. $2 

Each person, firm or corporation employing 
six and not more than ten auditors or ac- 
countants, in each county................. $50.00 

Each person, firm or corporation employing 
eleven and not more than fifteen account- 
ants or auditors, in each county............ $75.00 

Each person, firm or corporation employing 
more than fifteen accountants or auditors, 
$100.00 

PROVIDED, HOWEVER, that where any such person, 
firm or corporation maintains an office or offices 
in any county or counties, said tax shall only be 
payable in the county or counties where said 
office or offices are maintained. 


Status of a State Board of Accountancy 


In the Bulletin for September 24th there 
was reported a decision in a Louisiana civil 
district court which upheld the refusal of 
the state board of accountancy to grant a 
reciprocal C. P. A. certificate to a certified 
public accountant of another state, who 
applied for a writ of mandamus to compel 
the issuance of such a certificate. 

In the reasons for his judgment, rendered 
in open court on the date of the decision, the 
trial judge clearly defined the status of the 
state board of accountancy as an executive 
unit of the government in its relation to the 
legislative and judiciary powers. Inciden- 
tally, in tracing the origin of the board, he 
spoke briefly of the place among the pro- 
fessions held by accountancy itself, and its 
importance in the modern social structure. 

The text of the trial judge’s opinion is as 
follows: 

REASONS FOR JUDGMENT 
State ex rel Anthony J. Thoman v. State Board of 
Certified Public Accountants 
No. 157,870, Civil District Court, Division “A.” 
Parish of Orleans 


The petition in this case relates that the relator 
holds a certificate as a certified public accountant 
from the proper authority of the state of Mississippi, 
a sister state, which, under the comity between the 
states, recognizes the certificates of certified public 
accountants of the board of Louisiana. 

He alleges he made application to the above 
board to register his certificate and issue him a cer- 
tificate in comity, which would allow him to practise 
in Louisiana as a certified public accountant and use 
the sacred letters ““C. P. A.” after his name. 

His petition alleges the board arbitrarily denied 
him the relief he asks and he brings this proceeding 
by mandamus to have this court order and command 
this Louisiana board to register his Mississippi cer- 
tificate and give him a certificate entitling him to 
practise as a certified public accountant in this state. 
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To his petition the board filed an exception of no 
cause of action and the judge of the lower court 
maintained it and dismissed the suit, from which 
decision an appeal was taken to the supreme court 
and the supreme court reversed the decision of the 
judge of the lower court and sent the case back here 
to be tried. 

The decision of the supreme court is based abso- 
lutely on the allegations of the relator’s petition, 
that the board arbitrarily denied him relief. Now, 
when an exception of no cause of action is filed, every 
allegation of the petition is taken to be as true as 
holy writ. Therefore, the judge of the lower court 
had before him a case where the defendant board 
arbitrarily denied relief to this relator and, as I 
understand it, they overruled the decision on the 
exception of no cause of action on that ground and 
sent the matter back to this court to be tried. 

I hardly need say, that I was not the judge who 
maintained the exception of no cause of action. 

Now, the case has been tried on the merits and not 
understanding the case as well in the beginning as I 
do now, I permitted a lot of evidence to go in on the 
trial, which has proven to be irrelevant and useless. 

The constitution of this state divides the govern- 
ment into three coérdinate branches, the executive, 
the legislative and the judicial, and it provides that 
no one of them shall infringe upon the provinces of 
the other; and especially is the judiciary forbidden 
to usurp executive powers and the ones in reference 
to the legislature. 

While always denying that we do legislate, yet the 
judicial branch of the government of the United 
States of America and of all of the states of the union, 
ex necessititae re, have done a little legislation. 
Therefore, necessarily, the judiciary must be good 
legislators and I have not a case in mind where the 
legislative body has repealed any legislation passed 
by the judiciary, but in thousands of cases after the 
judiciary passed on what was the law as passed by 
the legislature, at the succeeding session of the 
legislature a law was passed as found by the ju- 
diciary. But, in the history of the United States 
and the component states, the cases where the 
judiciary has sought to trespass upon the executive 
prerogatives are few and far apart and the judiciary 
has clearly recognized the sharp distinctions between 
the governmental functions entrusted to it and the 
governmental functions entrusted to the executive 
department. 

Now, this board, the defendant in this case, 
clearly does not belong to the judicial department 
and equally it is clear, it does not fall within the 
legislative department. ‘Then, necessarily, it must 
be a part of the executive department of the state 
and in the proper exercise of its executive functions, 
it is absolutely free from control by the judiciary. 

In the same way, either by constitutional pro- 
vision, or by legislative act creating an office, it is 
often provided that the governor of the state, the 
head of the executive department, shall have the 


} power to remove said officer for cause and it has 


been unanimously held in the jurisprudence of this 
state, from the Hay inspectors case about sixty-five 
or seventy-five years ago, again in the Lamancha 
case and others, that where the law or constitution 
vests in the executive the right to remove an officer 
for cause, that very language creates him the sole 
judge of the case and the presumption is, de jure et 
de jure, that where the executive has the right to 


3 


remove for cause and does remove, the cause is suffi- 
cient and no court on earth has power to inquire 
into the case. 

In the case of the registers of voters for the parish 
of Orleans, where the governor had the power to 
remove for cause, it was enacted that no court 
should issue its injunction to arrest the hand of the 
executive, provided the executive, in removing for 
cause, stated what his cause was. The cause may 
be good and sound, or absolutely frivolous, but if 
he stated the cause, no court could arrest the 
operation of the executive will. 

What do we find in this case? 

Here is the profession of public accountant which 
one hundred years ago was scarcely known, which, 
with our enormous increase in wealth, in population, 
in business activities, in the creation of corpora- 
tions and in the multiplicity and complexity of 
modern business, has risen in importance until to- 
day the certified public accountant has become an 
important factor in our civilization and he stands 
in his line on a parity with the attorney-at-law in 
his lines and the physician and surgeon in his line 
until finally, recognizing the enormous importance 
of this profession, which I will say has sprung into 
its saliency in the last fifty years and has increased 
day by day as our population, our trade and our 
commerce increased in complexity day by day, so 
that the legislature, in the exercise of its power 
commonly called the police power, but really the 
legislative power, which in a state legislature is 
boundless unless prescribed by the constitution of 
the state, has determined that there shall be some 
governing board to pass upon the qualifications of 
the men who seek to fill this tremendously important 
office, this tremendously important position in 
society, first, by investigating their qualifications 
and moral fitness to fill this most important po- 
sition and be recognized and employed in that 
profession by the public, which, as I have said, 
has grown to be a highly important one. 

The legislature did not choose to place the 
selection of these professionals in the hands of the 
governor of the state, nor did it undertake to place 
this important function in the judiciary, but it 
created a body known as the state board of cer- 
tified public accountants of Louisiana, a board com- 
posed of men who presumably stood high in their 
profession, most jealous of its reputation and most 
competent to determine who should be permitted 
in its ranks and who should not. 

It provided how the residents and citizens of 
Louisiana should be admitted by it and it has a 
provision, section 7, of the present act, in which 
it sets forth with the greatest particularity, where 
this board has once issued its certificate to a 
candidate, entitling him to practise as a certified 
public accountant, that when it undertakes to 
revoke the certificate once issued by it, the accused 
must be served with a copy of the charges against 
him, he must have full opportunity of trial, and the 
board sits as a trial board; and that section grants 
an appeal from the action of the board in revoking a 
certificate. 

But this action is not brought under section 7. 
It is section 5 that controls in this case and the 
language of that section pertinent to this issue reads 
as follows: 

“SECTION 5. The state board of certified 

public accountants of Louisiana may, in 
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its discretion, register a certificate of any 
certified public accountant who is the lawful 
holder of a certificate issued under the law 
of another state and may issue to such certified 
public accountant a certificate which shall 
entitle the holder to practise as a certified 
public accountant and use the C. P. A. in this 
state, provided that said state grants similar 
privileges to certified public accountants of 
this state.” 

Now, as I stated in the beginning, the cause of 
action alleged by the petitioner is that he holds such 
a certificate from the state of Mississippi, which 
state under comity recognizes certificates from this 
Louisiana board. 

Now note that the language under this section 5 
is not that this board shall register foreign certificates 
and issue its certificate thereon, but as this is deroga- 
tory and derogating from the balance of the act, 
which provided how these certificates shall be issued, 
recognizing it is a derogation from the balance 
of the law, the legislature was careful to make it 
only permissive, the language stating: 

“May in its discretion, register a_ cer- 

tificate..... issued under the law of another 

state and may issue to such certified public 
accountant, etc.” 

It is perfectly clear to my mind that this is purely 
permissive, imposes no duty on this board to register 
a foreign certificate and issue its certificate thereon, 
but it is permission that is granted to this board to 
derogate from the balance of the law and issue its 
certificate, if it sees fit so to do. 

That evidently must have been the view taken of 
the case by my late, lamented colleague, Judge 
Parker, but the supreme court has chosen, I imagine 
from its opinion, to strike out the word “may” 
and substitute the word “shall’’ in the two in- 
stances it is used in section five, so that it will read 
“the board shall in its discretion” instead of ‘‘may 
in its discretion.” 

Taking that view of the supreme court, then I 
have to take its opinion in remanding this case 
for trial, that it remanded it solely, taking the alle- 
gations of the petition to be true, because the 
members constituting this board did not refuse 
relief to this relator in its discretion, but did so 
arbitrarily and without the use of discretion. 

Therefore, when this case is tried on the merits, 
all the court has to look into under my reading of 
the law and the opinion of the supreme court is, 
first, whether or not this board tyrannically and ar- 
bitrarily and, secondly, wrongfully refused relief, 
or, whether it, in arriving at its discretion in denying 
registration of the Mississippi certificate and issuing 
its certificate thereon, did honestly exercise the dis- 
cretion vested in the board by law and in its wisdom 
deny it for, the very purpose of carrying out the 
objects and purposes of the law. 

Three of the members of the board have testified 
in this case that in the exercise of the functions im- 
posed upon them by law, they came into possession 
or thought they came into possession of facts, which 
demonstrated to them to their entire and complete 
satisfaction that this relator’s moral character was 
such as to make it improper and immoral to issue 
the certificate he asked for, and they did it in the 
sound discretion vested in them by law. 

Now, as I said, this board is part of the executive 


department and the decision to give or not to give 
the certificate, under the circumstances in this 
case, is exactly like the discretion vested in the 
governor of the state in removing an officer for cause. 

Their reasons as given on the stand are that they 
honestly believed from the facts, or what they 
thought to be the facts before them, that the relator 
was not morally fit to occupy the great office of 
certified public accountant and it was in an honest 
and sound exercise of that discretion that they 
denied him what he asked for. 

Now, the judiciary, in my opinion, has no more 
right to pass upon the soundness or unsoundness of 
the conclusions arrived at than the judiciary has the 
right to inquire into the soundness or unsoundness 
of the governor’s right to remove an officer, when 
he removes that officer for cause, and, in my opin- 
ion, they have no more right to state the cause for 
which they refused to issue the certificate than the 
governor has to state the cause, when the right to 
remove is vested in him. 

The United States supreme court has held that the 
right to remove any officer by the president of the 
United States is vested in him and I have no more 
right as a member of the Louisiana judiciary to 
inquire into the cause and reasons which led this 
board to exercise the discretion vested in it in re- 
fusing this certificate to the relator than the 
United States supreme court has the right to in- 
quire into the cause which led the president of the 
United States to remove an officer. 

In my opinion, to do what this relator asks would 
be a usurpation by the judiciary of an executive act 
and the mandamus asked for by the petitioner will 
be refused and his petition dismissed at his costs. 


(Signed) H.C. Cace, Judge. 
Rendered in open court, 
Tuesday, Aug. 16, 1927. 


Uniform Reports for Credit Purposes 


The Florida Institute of Accountants has 
drawn up a statement describing the form 
and content of accountants’ reports for 
credit purposes and treatment of certain 
items in them. This tentative draft of 
suggested procedure was submitted to 
credit officers of a number of Florida banks 
and was approved by them. 

The memorandum is not necessarily in its 
final form, but it has been decided to send a 
copy of it to every accountant in the state 
to show the kind of work in which the 
Florida Institute is engaging. 

The text of the drafted proposals is as 
follows: 

FLORIDA INSTITUTE OF ACCOUNTANTS 


The following preliminary suggestions regarding 
accountants’ reports have .been agreed upon by 
credit managers of a number of the largest banks 
in Florida and committees of accountants. While 


they are not obligatory upon members of the Florida 
Institute, it is hoped that they will meet with 
general acceptance, for it is believed that their adop- 
tion will result in benefit to the bankers, to ac- 
countants and to their clients. 


oOo 
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I. As to form 


1. Members of the institute should invariably 
render their reports in the recognized form, 
including statements and comments, enclosed in 
a cover, and bankers should ask for such complete 
reports and, so far as possible, decline to accept 
copies of the balance-sheet or any other state- 
ments detached from the comments. 

2. Members will adopt the uniform size of 
8'!/2 x 11 inches for all reports, as soon as present 
supplies are consumed. 


II.. Asto contents 


1. Members will include a short description of 
the scope of the examination, apart from, and in 
addition to, the regular comments. 

2. Members will always give, when possible, an 
analysis of the surplus accounts which may be 
compared and reconciled with the figures shown in 
previous reports. 

3. Reports are always to be accompanied by a 
profit-and-loss account. 


III. As to certificates 


1. That members will invariably attach on the 
balance-sheet, or in the comments, or letter of 
transmittal, a certificate indicating any reference 
to the accompanying comments which may be 
necessary. 

The bankers prefer that this certificate contain 
an expression of the accountant’s opinion as to 
the correctness of the statement and the absence 
of such an expression will be taken as an indica- 
tion that the accountant assumes no responsi- 
bility. 

2. The following form is suggested as a model: 

We have prepared the accompanying balance- 
after verifying the items shown therein in the 
manner, and to the extent, described in the 
accompanying report, of which this balance- 
sheet is a part, and, subject to the explanations 
therein, in our opinion, it sets forth fairly and 
fully the condition of the said company on the 
said date. 


IV. Astoassets 


1. Assets. In the case of notes or accounts 
receivable, for which a reserve is set up, and of 
capital assets, such as building and equipment of 
all kinds, the balance-sheet should show the total 
debit appearing on the ledger, and the amount 
set up as a reserve for bad debts or for deprecia- 
tion should also be shown and deducted there- 
from, carrying the net amount to the total column. 
Each class of equipment should be shown 
separately on the balance-sheet or in an accom- 
panying schedule. 
2. Receivables. When reporting accounts re- 
ceivable it is advisable and convenient to ‘‘age”’ 
them and to state in the comments the percentage 
of each class, e. g., 


Under 30 days 40% 
Under 90 days 20% 
Under 6 months 15% 
Over 6 months 25% 


3. Where interest has been included in the 
amount shown for any asset and credited to a re- 
serve account instead of to profit and loss, the 
amount of this reserve should be deducted from 
the asset, rather than added on the liability side. 


4. Accounts receivable should include only 
trade accounts; all other receivables such as 
amounts due from officers and employees should 
be shown separately. 
5. In stating fixed assets, members should al- 
ways endeavor to show the following items sepa- 
rately and at cost: 

Land 

Buildings 

Equipment 
deducting from each depreciable item the amount 
of depreciation reserve. 
6. Inventories are preferred at cost or market 
whichever is the lower. 

If not taken as in former years, comments on 
any changes between the two bases, showing 
which is taken on the balance-sheet, should be 
made. State whether or not all goods have been 
paid for or are included in payables. 


V. As to liabilities 


1. Liabilities. The credit side of the balance- 
sheet should be divided into three parts: 

Liabilities 

Reserves 

Net worth 
2. Liabilities should be divided into ‘‘current” 
and ‘‘deferred.”” The former should include all 
liabilities such as bonds, mortgages, notes or 
accounts falling due within one year from the 
date of the balance-sheet. 
3. The items ‘accounts payable’ and “notes 
payable’”’ should always show if they are “‘trade’’ 
accounts or are due to officers, stockholders or 
employees; items of the latter class should be 
shown separately. The purpose leading to the 
liability should always be indicated. 
4. The maturity dates of notes payable and in- 
terest should be furnished. 
5. Accrued taxes and accrued interest should be 
included in current liabilities. 
6. Taxes—always show the years included in 
liabilities, distinguishing between federal and 
other taxes. 


VI. As to reserves 


1. Reserves for unrealized profits should be 
shown in a total by themselves, after all liabilities 
and just ahead of the net worth. 

2. Where interest has been included in the 
amount shown for any asset, and a reserve set up 
therefor, the amount of this reserve shall be 
deducted from the asset, rather than shown on the 
liability side. (See paragraph 3 under assets.) 


VII. As to capital stock 


1. Capitalstock. There should always be shown 
the following three items: 


Capital stock outstanding 
(authorized $........ ) 

Less treasury stock Sey 

Outstanding 


A separate statement should be made for each 
class of stock where more than one exists. 


VIII. As to profit-and-loss statement 


1. Reports should always be accompanied by a 
profit-and-loss account. 

2. Explain the method of writing off bad debts, 
i. e., through a reserve or direct. 
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3. When making quarterly examinations, the 
profit for each quarter should be reconciled with 
the total profit for the year, and an analysis of the 
increase or decrease in surplus during these 
periods should be furnished; also separately 
classify surplus realized from operations outside 
the regular scope of operations. 
IX. As to contingent liabilities 

1. Contingent liabilities. Every balance-sheet 
should carry a footnote stating that the account- 
ant has looked for contingent liabilities and has 
not found any (or finds such liabilities amounting 


The minutes should be examined for the purpose 

of ascertaining that transactions which require 
the approval of directors or stockholders have 
been properly authorized and that no transac- 
tions affecting the financial position of the com- 
pany have been omitted from the books of 
account. 
2. The accountant should ascertain what pur- 
pose the report is to serve, and, if for credit pur- 
poses, explain to the client the desirability of ob- 
taining just such information as the bankers de- 
sire. He should communicate with the bankers, 
if necessary, to obtain the client’s permission to 
secure the desired information. 


Study of Accountancy Legislation 


A special committee of the New York 
State Society of Certified Public Account- 
ants was appointed last spring to make a 
study of the entire field of accountancy 
legislation, with particular regard to the 
situation in the state of New York. The 
committee, which is composed of Henry B. 
Fernald, chairman, Thomas F. Conroy, 
John T. Madden, Warren W. Nissley, 
Maurice E. Peloubet, Walter A. Staub, 
Morris C. Troper, Luther K. Watkins and 
John R. Wildman, carried on investigations 
and research during the summer and ren- 
dered a preliminary report at a meeting of 
the society held October 25th. This report 
summarizes the general sentiment of the 
committee on the question of change in the 
C. P. A. laws. 

The report is as follows: 

NEW YORK STATE SOCIETY OF CERTIFIED PUBLIC 
ACCOUNTANTS 
Legislation Survey Committee 
Preliminary report 

Your committee was appointed for the purpose of 
making “‘a thorough and impartial study of the legis- 
lative situation’? and to report to the society its 
conclusions and recommendations as a result of such 
survey. 

Your committee has therefore felt that its primary 
duty was not to try to defend any position which 
might heretofore have been taken on this subject 
by its individual members or their friends or by the 
society itself, but rather to look fairly and frankly 


at the problems presented and give the best and 
fairest answer in its power as to the question of what, 
if any, new legislation would be desirable. 

We have unanimously agreed that there should 
be no question of personalities of those who had 
advocated or opposed any particular legislation in 
the past or who were recommending or opposing 
legislation for the future, but that this committee 
was concerned purely with the merits of the pro- 
posals themselves. 

In attempting to give to the subject this fair and 
impartial consideration, your committee found it 
must consider a large volume of actual or proposed 
legislation in this and other states, with the argu- 
ments pro and con with regard thereto and regula- 
tions of state boards thereunder. Your committee, 
however, soon came to feel that the most important 
thing in the first instance was not to try to decide 
as between this or that particular piece of actual or 
proposed legislation, but rather to try to get a fair 
statement of the problems involved and some 
reasonable agreement as to how these problems could 
best be met by proposed legislation or otherwise. 

We then endeavored to find the points as to which 
we all stood in definite agreement. There were 
many points as to which all the members were not 
in full agreement or were not yet ready to commit 
themselves. We do find general agreement as to 
the following: 

(1) The need for new legislation is not as great as the 
danger of unwise legislation: 

Whatever may be said as to the defects in our 
present New York state law and the system which 
has been built up under it, we all recognize the won- 
derful results which have been accomplished. There 
has been a wonderful development of accountancy 
from the professional standpoint as evidenced in the 
development of accounting literature and education, 
of technique of the profession, and the standing 
which accountants and accounting organizations 
hold in the public esteem. From the commercial 
side, the opportunities and reward have been most 
gratifying. The system under which this has been 
attained should not be lightly set aside. 

We see no reason why accountancy should not 
continue under the present system to develop in 
the future as it has developed in the past, and 
we see no more severe tests to which the law and its 
administration will be placed in the future than they 
have been in the past. 

The fact of the past successful development under 
the existing system does not necessarily mean that 
the system can not be improved, but it does mean 
that any proposed changes should be most carefully 
scrutinized and only adopted if we can confidently 
expect them to bring about a better result than 
would the present system. In other words, we are 
not in a situation so bad that any change must 
necessarily be an improvement over what we have 
and any legislation be an improvement on our pres- 
ent law. We should only favor new legislation or 
changes in our present administration if we are 
sure that they will really be better than that which 
we now have. 

(2) There are many points in our present system which 
might be changed without new legislation or, at 
most, with only minor changes in the present law: 

The board or regents may by rules attempt to 
meet some of these problems. We are satisfied 
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that there is much which might be done without 
any change in our law or with only such minor 
changes as would not mean any radical change in 
our general system. 

(3) There should be no general let-down in the present 
standards of the profession: 

To this principle we all seem to subscribe, al- 
though with some differences in thought as to just 
what it may mean in practical application. The 
principle stated in this way does not deal with the 
question of the amount of schooling an accountant 
may have had or whether he obtained his certificate 
by examination, by waiver or under reciprocity, 
but, whatever the means to attain the end we be- 
lieve we can all agree that they should not bring 
about a lowering of professional standards. 

(4) Whatever legislation we would recommend for 
New York state must be of a type we would be glad 
to see adopted by other states: 

We can not expect to restrict the practice of 
other accountants in New York state and at the 
same time leave New York state accountants free 
to practise without restriction in other states. We 
must expect ourselves to be subjected to the same 
kind of restrictions in other states as we would apply 
to the practice of other accountants in New York 
state. Whatever may be our thoughts as to the 
wisdom of restrictions and limitations, we must 
recognize that any limitations and restrictions to 
be imposed must be those which would be mutually 
satisfactory in the interstate practice of account- 
ancy. 

(5) Your committee has not yet reached a conclusion 
as to whether or not any form of restrictive legislation 
is desirable: 

Your committee welcomes the discussion of the 
subject at this meeting and hopes in its own delibera- 
tions to profit thereby. It will furthermore welcome 
any discussions of the problem which individual 
members of the society may desire to present to it. 
If it should be the thought of this meeting that a 
proper conclusion would be facilitated by public 
7 meetings of this committee at which members of the 
society or others might present their views upon this 
question, your committee would be glad so to ar- 
range, although it is the thought of its members 
that probably most of what would be said has 
already been or is now being otherwise made pub- 
lic. In any event, however, the committee will 
welcome any expressions of their ideas which the 
members of the society may desire to submit to it. 

Respectfully submitted, 

Legislative survey committee. 

HENRY B. FERNALD, Chairman. 
October 25, 1927. 


W. C. Mushet 


W. C. Mushet, a member of the American 
Institute and a certified public accountant 
| of California, died at Los Angeles on Septem- 
) ber 18, 1927. Mr Mushet had been a mem- 
| ber of the Institute since 1916, and prior to 
) that year was a member of the American 
Association of Public Accountants, the In- 
stitute’s predecessor. 
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Hotel Accountants Entertained 


On October 21, 1927, Fred Sterry, 
president of the Plaza Operating Company, 
was host at a dinner to members of the 
Hotel Accountants Association. Richard 
H. Browne, president of the association and 
a member of the American Institute of Ac- 
countants, acted as chairman and toast- 
master. The principal speakers were H. P. 
Somerville, secretary of the West Side Asso- 
ciation of Hotels, E. M. Statler, president 
of the Statler hotels, and Roy S. Hubbell, 
manager of the Hotel Belmont. Raymond 
Orteig, who was the donor of the $25,000 
prize awarded to Colonel Lindbergh for the 
first non-stop flight from New York to Paris, 
was a guest at the dinner. Louis A. Bruty, 
of the Hotel Roosevelt, and F. H. Hurd- 
man, a member of the American Institute 
of Accountants, conducted a debate on the 
question, ‘Should general and overhead ex- 
penses be apportioned to all hotel operating 
departments?” 


State Extension Course in Accounting 


The Massachusetts state university ex- 
tension courses in elementary accounting 
and principles of accounting were organized 
for the year on October 17th. They will be 
held at the Lowell Textile school, under the 
instruction of Herbert J. Ball and Wilfred 
B. Maynard. 


Sources of Accounting Information 


The research department of the Illinois 
chamber of commerce has prepared and dis- 
tributed a bulletin on the sources of informa- 
tion on accounting. Various accounting 
organizations and publications on account- 
ing are listed, and prominent among them 
are the American Institute of Accountants 
and The Journal of Accountancy, Incor- 
porated. The bulletin has been published 
for the information of members of the IIli- 
nois chamber of commerce. 


Trade Secrets Inviolate 


The court of common pleas, Allegheny 
county, Pennsylvania, has granted an in- 
junction against a bookkeeper, formerly 
employed by a steel company, to prevent 
him from divulging confidential informa- 
tion which he had acquired while in the 
company’s employ. The text of the 
statement, findings of fact, conclusions 
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of law, opinion and decree in this case 
is as follows: 


SITTING IN EQUITY 
between 
Witherow Steel Company, a corporation of Pennsyl- 
vania, plaintiff, 


and 
W. M. Oberlin, defendant. 
Court of common pleas, Allegheny county, Pennsyl- 
vania, 
Statement, findings of fact, conclusions of law, 
form of decree nisi and discussion. 
Reid, J. 
STATEMENT 

The bill in this case was filed to restrain the 
defendant from disclosing to plaintiff’s competitors, 

ially the Donner Steel Company, or to any 
person or corporation whatsoever, certain secret and 
confidential information as to the plaintiff’s busi- 
ness, obtained by the defendant while in the service 
of the plaintiff as a bookkeeper, the imparting of 
which would result in great and irreparable injury 
to plaintiff’s business. 

The bill charges that not only has the defendant 
imparted to the Donner Steel Company certain of 
such secret and confidential information, to the 
great detriment of the plaintiff, but that he is about 
to impart additional information as to such con- 
fidential matters to the Donner Steel Company. 


FINDINGS OF FACT 

First: Plaintiff, Witherow Steel Company, is a 
Pennsylvania Corporation engaged in the manu- 
facture and sale of die-rolled products, under and in 
accordance with inventions covered by patents 
owned or pending in the United States patent 
office, and owned or controlled by said company. 

Second: The following matters connected with 
the business of Witherow Steel Company are 
secret and confidential matters of substantial 
value to said company: cost of its raw materials; 


sources of its raw materials; cost of manufacturing . 


its products, unit cost of manufacturing its various 
products; price obtained for its various products; 
the names of its customers; the terms of its various 
contracts with customers, and its profit or loss from 
particular sales. 

Third: On or about July 1, 1922, defendant, 
W. M. Oberlin, entered the employ of Witherow 
Steel Company in the capacity of bookkeeper and 
continued in the employ of said company in such 
capacity until on or about July 24, 1926. 

Fourth: During the course of his employ as 
bookkeeper for Witherow Steel Company, de- 
fendant Oberlin had knowledge of, or there was 
accessible to him, information regarding sub- 
stantially all of the confidential and secret matters 
mentioned in the second finding of fact hereinbe- 
fore set forth, including information regarding prices 
for which plaintiff sold its various products. 

Fifth: From time to time during his employ- 
ment defendant Oberlin was advised and cautioned 
by his superiors as to the confidential nature 
of the information in his possession. 

Sixth: Donner Steel Company, a New York 
corporation with offices and a manufacturing plant 
in the city of Buffalo, New York, in the year 1924 
became and continued to be interested and active 


in acquiring information regarding the inventions 
and processes, methods of manufacture, cost and 
invoice prices, contract data, names of customers, 
and other matters connected with the business of 
Witherow Steel Company; during the early part 
of the year 1926 Donner Steel Company, through 
its officers and agents, hired away, and in other 
instances attempted to hire away, employees in the 
factory of Witherow Steel Company at salaries 
largely in excess of those which such employees of 
Witherow Steel Company had been receiving; 
and said Donner Steel Company started to compete 
with Witherow Steel Company in the manufacture 
of die-rolled products. 

Seventh: There is now pending and undeter- 
mined a certain litigation brought by Witherow 
Steel Company against Donner Steel Company in 
the United States district court for the western dis- 
trict of New York, at No. 1043 F, in equity, wherein 
Witherow Steel Company alleges an infringement of 
its patents by Donner Steel Company, and certain 
alleged acts of unfair trace. 

Eighth: During the months of June, July and 
August, 1926, F. R. Huston occupied the position 
of vice-president in charge of operations of Donner 
Steel Company, and during such time and prior 
thereto, was a director of Donner Steel Company, 
and still is a member of the board of directors of 
Donner Steel Company. 

Ninth: During the year 1926 up to the time of 
his resignation, defendant Oberlin was receiving 
from Witherow Steel Company a salary of two 
hundred twenty-five dollars per month. 

Tenth: On June 14, June 17 and June 30, 
1926, F. R. Huston interviewed, and held con- 
ferences with, defendant Oberlin, in the course of 
which Huston offered Oberlin a contract of employ- 
ment with Donner Steel Company for the period of 
three years, with an option in Oberlin to renew for 
two years, at a salary of five thousand dollars a 
year, provided Oberlin would divulge the prices 
at which Witherow Steel Company was selling its 
manufactured products to certain automobile manu- 
facturers, including the manufacturers of Dodge, 
Nash and the Overland. 

Eleventh: At one of said meetings, in June, 
1926, Oberlin divulged to Huston the price at 
which Witherow Steel Company was selling auto- 
mobile axles manufactured by it to Dodge Brothers 
Company. 

Twelfth: On July 21, 1926, defendant Oberlin 
submitted to Witherow Steel Company his written 
resignation, dated July 22, 1926, reading as follows: 

“T have decided to re-enter the public account- 
ant field and have decided to terminate my con- 
nection with the company on Saturday next, 
the 24th inst.”’ 

Thirteenth: On July 27, 1926, defendant Ober- 
lin received, and deposited to his account in the 
Mellon National Bank, Pittsburgh, Pennsylvania, 
cheque of F. R. Huston, in the amount of four 
hundred sixteen dollars and sixty-six cents, which 
is the same amount per month which he would 
have received under the proffered contract from the 
Donner Steel Company. 

Fourteenth: On August 6, 1926, in the course 
of a conference, William P. Witherow, president of 
Witherow Steel Company, accused defendant Ober- 
lin with having sold confidential information to 
Donner Steel Company, and it was at this con- 


ference that Oberlin first informed plaintiff that he 
had given out information to the Donner Steel 
Company regarding the Dodge price. 

Fifteenth: During the month of August or 
September, 1926, defendant Oberlin received from 
F. R. Huston cash in the amount of four hundred 
sixteen dollars and sixty-seven cents, which was 
not deposited in a lump sum in defendant’s bank 
account, but various parts thereof were deposited 
in said account from time to time. 

Sixteenth: On October 8, 1926, defendant Ober- 
lin received from F. R. Huston cash in the amount 
of eight hundred thirty-three dollars and thirty- 
three cents, which was not deposited in a lump sum 
in defendant’s bank account, but various parts 
thereof were deposited in said account from time 
to time. He explains that he requested cash instead 
of cheques after he had been accused on August 6, 
1926, of selling information to the Donner Steel 
Company. 

Seventeenth: Additional payments by Huston 
to defendant Oberlin were stopped at the request of 
Oberlin, at or about the time that the bill in this 
case was filed. 

Eighteenth: The aforesaid payments by Huston 
to Oberlin were not made because of any personal 
services theretofore rendered by Oberlin to Hus- 
ton. ‘The only explanation as to such payments is 
that by the defendant which is to the effect that they 
were remuneration for services which he was or is to 
render in the future for some one of several com- 
panies with which Huston was to become connected, 
a with which he has not in fact connected him- 
self. 

Nineteenth: The bill of complaint in this case 
was filed October 26, 1926. On or about November 
22, 1926, defendant Oberlin addressed and sent a 
letter to F. R. Huston in the course of which he 
said, “‘Up to this time I have been fighting this 
case alone, but I think I should have, at least, some 
moral assistance from yourself and from the Donner 
Steel Company.” 

Twentieth: When called for cross examination 
at the trial of this case defendant Oberlin testified 
that he would feel free in the exercise of his own 
judgment or discretion to impart confidential 
information which he had received as an employee 
of Witherow Steel Company to some rival or other 
concern which might employ him in the future, and 
to which such information might be valuable. 

Twenty-first: Defendant Oberlin has in his 
possession, or knowledge, at the present, a con- 
siderable amount of confidential information regard- 
ing the affairs of Witherow Steel Company, which, 
according to his own testimony, he has not yet dis- 
closed. 

Twenty-second: That defendant at pp. 119-120 
of transcript of testimony quite definitely affirms 
his position as to imparting information to a 
rival concern, as we have found it to exist as per 
finding of fact No. twenty. He was asked the 
following: ‘“‘And you consider prices as a confidential 
matter, do you not?’’ His answer was: “If they 
were to be used by a rival concern, and I had been 
employed by another concern—the Witherow Steel 
Company had let me go and had no longer any 
interest in my connection with them I would do what 
I could for the other company,’ and again in answer 
to a question by the court he replied: “Anything 
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that would be needed and that I possessed, I would 
endeavor to impart to the new company. ‘That is 
the only reason I would—that my services would 
have any value, to impart the information I had 
accumulated in my years of work.”’ 

Twenty-third: That defendant was fully aware 
when he continued interviews and negotiations with 
F. R. Huston, after the meeting with him of June 
30, 1926, when the said Huston sought by impor- 
tunities covering a period of three hours, to extract 
information from him for the Donner Steel Company 
and when he received large sums from said Huston, 
that the latter yet had in mind the obtaining of 
such confidential information, nevertheless he ob- 
ligated himself to said Huston or to whomsoever he 
might eventually prove to represent by continuing 
to accept money from him, without having rendered 
any services in return, until within a short time 
before the filing of this bill. 

Twenty-fourth: There was no evidence pre- 
sented which warrants a finding that defendant 
either abstracted from the plaintiff's files any of its 
books, papers, memoranda or documents, or took 
copies of them or any of them or is in possession of 
any such. He did, however, ask for a certain con- 
fidential sheet, showing costs, etc., which, however, 
was not given to him. So far as the proven facts 
establish the information of a confidential nature 
in possession of the defendant is that which he 
acquired from long contact and familiarity with the 
business of plaintiff obtained through his position 
as its bookkeeper. 

CONCLUSIONS OF LAW 


1. It was the duty of defendant to preserve as 
secret the important confidential facts and informa- 
tion imparted to him by the plaintiff corporation, 
his employer, or acquired by him by any means 
during and as a result of his said employment; 
this follows by reason of the very nature of such 
confidential knowledge and from the relation of 
confidence and trust necessarily existing between 
the employer and one who by reason of his position 
of trusted employee obtains such information, 
even though no specific warning or notice was given 
to the employee not to disclose such information. 
Moreover, this obligation continues to bind the 
employee notwithstanding the termination of his 
employment. 

2. It was a breach of his duty to his employer, 
the plaintiff, for defendant, without the knowledge 
and consent of the employer, to reveal to the Donner 
Steel Company, through its officers and agent, F. R. 
Huston, the price which Dodge Brothers Company 
was paying for plaintiff's product (as per the 
eleventh finding of fact). That the defendant now 
seeks to justify his conduct in that regard by 
attempting to claim that he thought he was acting 
in the interest of his employer can not excuse 
him. His duty was to consult the plaintiff before 
he undertook to reveal one of its most important 
trade secrets, and he makes no pretense that he 
either did or attempted to do so. 

3. The fact that the defendant knew, in the 
first instance, that F. R. Huston was seeking in- 
formation from him, which they both well knew was 
secret and confidential, the disclosure of which 
would be highly injurious to the interests of plain- 
tiff, coupled with the further fact that the defendant, 
after June 30, 1926, nevertheless continued the 
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negotiations with Huston (who then pretended that 
he was dealing for himself and certain un-named 
associates) and received from said Huston large 
sums for services, to be thereafter rendered, none 
of which has thus far been rendered, warrants the 
inference that defendant knew, or should have 
known, that the entire purpose back of these 
negotiations and payments was to finally induce 
him to impart further confidential facts than those 
already given as to the Dodge Brothers contract. 
It is therefore our conclusion that these, among the 
other facts found, warrant the granting of the 
injunction prayed for against defendant to prevent 
the accomplishment of the unlawful plan. 

4. The conclusion stated above is further war- 
ranted by the facts which we set forth in our 
twentieth, twenty-second and twenty-third findings, 
which indicate the attitude of the defendant with 
regard to his imparting facts of a confidential na- 
ture to a new and rival employer. He reserves the 
right to disclose any such according to his own 
judgment, where, as here, he has ceased to be an 
employee of plaintiff. It is clear that to permit him 
so to do would be to imperil the right of the plaintiff 
to insist that at no time and under no circumstances 
shall defendant be at liberty to divulge such secrets 
to its competitors. 

5. The confidential information in the possession 
of the defendant as to plaintiff’s important trade 
secrets and procured by him during the term of his 
employment in the plaintiff’s service, no matter 
how obtained or how it is possessed, is not the 
property of the defendant to impart to Donner 
Steel Company, F. R. Huston, his associates or 
any other person or corporation, as defendant sees 
fit, but is in equity yet the property of the plaintiff, 
and may not be divulged without the plaintiff's 
consent, even though defendant is no longer in the 
service of the latter. Therefore, when there is 
reason to believe (as we have found) that it is the 
purpose of defendant to impart any such informa- 
tion to any one not lawfully entitled to receive it, 
an injunction to prevent such action by defendant 
is the proper remedy. Such remedy does not in- 
fringe upon any right of the defendant, but, on the 
contrary, without injuring him will conserve the 
rights of the plaintiff. 

6. The theory of defendant that the plaintiff, 
in filing this bill, had in view an attack upon Donner 
Steel Company and does not in good faith proceed 
against him is not tenable. The reference to the 
Donner Steel Company is but incident to the dis- 
closure of the facts leading up to inception and 
progress of the plan to obtain the confidential 
information heretofore mentioned. The bill is not 
filed against the Donner Steel Company, and no 
remedy is here sought against it. Even if it were 
true that the latter company had incurred the 
enmity of plaintiff, such fact can not avail the 
defendant to escape responsibility for his unwar- 
ranted disclosures or to deny the remedy against him 
sought to prevent any further improper disclosures 
to any one whomsoever. 

7. Forall the reasons hereinbefore stated we have 
determined that the plaintiff’s bill must be sustained 
and _ injunction prayed for against the defendant 
issued. 

The form of a decree nisi in accordance with the 
foregoing findings of fact and conclusions of law is 


hereto appended. The costs to be paid by de- 
fendant. 
DISCUSSION AND OPINION 


In view of the foregoing extended and compre- 
hensive findings and conclusions, but little re- 
mains to be said in the nature of an “opinion.” 
If the facts bring the case within the jurisdiction of 
equity, there is no doubt that the remedy sought by 
plaintiff is the proper one. We have presented 
many of the most important of these facts, and as 
indicated by our conclusions, we entertain no doubt 
that the remedy prayed for should be granted. 

The leading Pennsylvania authority upon the 
subject is Macbeth-Evans Glass Co. v. Schnelback, 
et al., 239 Pa. St. 76. If it were necessary to cite 
further authorities they might be presented in great 
numbers. 

The general rule upon the subject is well stated in 
32 Corpus Juris, 158, Sec. 215 (b), as follows: 

“Employees of one having a trade secret 
who are under express contract, or a contract 
implied from their confidential relation to their 
employer, not to disclose the secret, will be en- 
joined from divulging or using the same to the 
injury of their employer, whether before or after 
they have left his employ.” 

A more extended consideration of the question 
and of the extent of the application of the principle 
which forbids the disclosure of confidential informa- 
tion by an employee will be found in 32 Corpus 
Juris, 160, Sec. 217 (3), and Pomeroy’s Equity 
Jurisprudence, 4 Ed., sections 1688 and 1689, also 
discusses the question and considers the basis for 
the jurisdiction of courts of equity to restrain such 
disclosures. 

A reading of the testimony in the case before us 
convinces us that the nature of the disclosures 
sought to be obtained by F. R. Huston (one im- 
portant item of which he did obtain for the Donner 
Steel Company) was such that to permit the in- 
formation to be given to any person or corporation, 
rivals of the plaintiff in the important business it 
conducts, would be most disastrous to its interests 
and result in irreparable injury which equity will 
interpose to prevent by an injunction. It will 
not do to say that defendant may not hereafter 
seek to impart yet undisclosed information, because 
he has, as heretofore clearly shown, placed himself 
in a position, by the receipt of large sums from Mr. 
Huston as to be in his control, or in that of his un- 
disclosed associates. That the ultimate purpose o/ 
such control is to finally obtain the unwarranted 
knowledge yet possessed by the defendant seems to 
us to be so evident that to now refuse the injunction 
upon the theory that the information may not be 
disclosed would be to give defendant a free hand to 
use the knowledge of plaintiff’s trade secrets, in 
any manner he may see fit to do. 

We have not specifically answered any of the 
twenty-six suggested findings of fact presented by 
defendant’s counsel. 

It will be seen, however, by reference to our 
twenty-fourth finding, that we state that the evi- 
dence in the case does not warrant a finding that the 
defendant either abstracted from the plaintiff's 
files any books, papers or documents or took copies 
of _ or any of them or is in possession of any 
such. 

If it were of importance we could have found that 
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the defendant was not familiar with the patents, 
mechanical devices or operating processes of the 
plaintiff or in the possession of any technical 
knowledge peculiar to the plaintifi’s mechanical 
department. Plaintiff neither claimed nor sought to 
prove that any such technical knowledge was 
possessed by defendant. Our findings sufficiently 
present the fact that defendant’s knowledge was 
such as he obtained by virtue of his position as 
bookkeeper. 

Our recollection of the testimony, all of which 
we read before disposing of this case, is that the 
defendant did not definitely state what particular 
items as to process, terms, rates, etc., were or were 
not within his knowledge or recollection. He may 
or may not have stored in his memory detailed in- 
formation upon many important facts relating to 
plaintiff’s business affairs. Our twenty-first finding 
fairly states the facts with regard to the knowledge 
of plaintiff’s affairs possessed by the defendant. 

Defendant’s brief ably presents the theory of his 
counsel, who maintains that under the facts and 
circumstances disclosed by the testimony, and for 
the reason that the disclosure of the Dodge Brothers 
price was made in good faith and for plaintiff’s 
benefit; that no further disclosures have been made 
or were agreed to be made; that there was no proof 
of a fraudulent purpose on the part of defendant in 
connection with the transaction and, finally, that the 
bill was not filed in good faith, the bill should be dis- 
missed and the injunction refused. 

Our several conclusions of law sufficiently cover 
and discuss all of these reasons (except that as to 
fraudulent purpose), and therefore we need not 
restate the grounds for our so holding. 

We have not specifically found that the defendant 
was moved to make the revelation of the Dodge 
Brothers Company price, or to discuss with F. R. 
Huston the proposition to make further disclosures 
of confidential information, by a wilful, deliberate, 
corrupt and fraudulent purpose. It was not neces- 
sary to support this bill that the defendant should 
first be branded in that manner. We, as well as his 
counsel, feel that such a stigma placed upon the 
defendant would quite naturally injure him in the 
practice of his profession as a public accountant. 
We do not wish that such a result should follow as 
the consequence of the defendant’s having without 

due consideration placed himself in the power of 


designing trade rivals of the plaintiff. The injunc- 
tion which we shall decree, while directly restraining 
him from further disclosures, to such rivals, will, in 
effect, be a means of releasing the defendant him- 
self from further assaults upon his integrity. 

In our opinion, where the fraudulent purpose of 
the person or persons seeking to unfairly obtain 
possession of trade secrets is apparent it would at 
least constitute a fraud in the eyes of the law for 
an employee to assist in or be a party to the di- 
vulgence of such information, even though the 
evidence may fail to disclose that he was himself 
moved by such fraudulent purpose. His act may 
not be based upon a deliberate design to commit a 
fraud, or a purpose to wilfully injure his employer, 
but the effect of an unwarranted disclosure of his 
master’s secrets is the same. It can not be that an 
employee who may be moved by mere levity, or a 
desire to oblige a friend or by any similar motive 
short of wilful and deliberate fraud, may not be re- 
strained from revealing his employer’s trade secrets 
simply because he had no fraudulent purpose in 
view. 

It seems to us that no further discussion is neces- 
sary. The form of decree nisi mentioned in our 
conclusion of law is appended below: 


FORM OF DECREE NISI 


And now, July 18, 1927, after hearing and upon 
consideration, it is ordered, adjudged and decreed 
in above case as follows: 

1. That the defendant, W. M. Oberlin, be en- 
joined and restrained from giving or divulging to the 
Donner Steel Company, its officers, agents, or em- 
ployees, or to any other person, firm or corporation, 
information relating to plaintiff's manufacturing 
processes, manufacturing or invoice costs, profits 
or losses, selling prices, cost of its raw materials and 
names of persons from whom purchased, contract 
date, the names of plaintiff’s customers or prospec- 
tive customers, or any other trade or secret informa- 
tion regarding plaintiff’s business, secured or ob- 
tained by the defendant by reason of his employ- 
ment with plaintiff. 

2. That defendant pay the costs. 


By the court, 
A. B. Rew, Chancellor. 
Filed July 18, 1927. 


STATE BOARDS OF ACCOUNTANCY 


Maryland 


_ The board of examiners of public account- 

ants of Maryland will hold examinations for 
applicants for the certified public account- 
ant certificate November 28, 29 and 30, 
1927, at the Maryland Institute, Baltimore. 


New Jersey 


The C. P. A. examinations of New Jersey 
were held at the state house assembly 
jchamber, Trenton, on November 9th and 
10th. 


Oklahoma 


The C. P. A. examinations of Oklahoma 
were conducted at the state capitol, Okla- 
homa City, October 10th to 13th. 


C. Oliver Wellington, Boston, addressed 
the Hartford, Connecticut, chapter of the 
National Association of Cost Accountants, 
September 20th, on ‘The significance of 
balance-sheet analysis.” Mr. Wellington 
is one of a group of professional research 
consultants coéperating with the New Eng- 
land Council. 


California State Society of Certified 
Public Accountants 


The names of the officers for the current 
year, elected at the annual meeting of the 
California State Society of Certified Public 
Accountants, held September 21st, were an- 
nounced in the last issue of the Bulletin. 

A resolution was adopted at the meeting 
upon the resignation of John F. Forbes as 
secretary-treasurer of the society. The text 
of the resolution is as follows: 

“Wuereas Mr. John F. Forbes has devoted 
to the society many years of efficient and construc- 


tive work as secretary-treasurer;regardless of the 
time and effort required, 


“Now THEREFORE BE It RESOLVED that the 
members of this society express to Mr. Forbes 
their regret at his withdrawal from office and their 
sincere appreciation of his past services, and be it 


“FURTHER RESOLVED that the secretary-trea- 
surer of the society be and he is hereby in- 
structed to forward to Mr. Forbes a copy of this 
resolution.” 

The president’s report, delivered at the 
meeting, outlined the activities of the pre- 
ceding year, emphasizing the defeat of pro- 
posed undesirable legislation which was 
strongly opposed by the society. 

The present membership of the society 
numbers 329. 


Indiana Association of Certified Public 
Accountants 


The public affairs committee of the Indi- 
ana Association of Certified Public Account- 
ants has published its first letter-bulletin of 
the present year on the subject of the natural 
business year. Two studies made by the 
committee were published during 1926, and 
the present plans call for the issuance of a 
pamphlet once a month during the winter 
of 1927-1928, a total of six bulletins. The 
five issues succeeding the present one will be 
on the following subjects: depreciation, in- 
ventories, information desired by bankers, 
income tax and receivables. 

In the bulletin on the natural business 
year, it is said that although most busi- 
nesses have been led to adopt a calendar 
year as a basis for their accounting periods, 
yet in most instances the end of the calendar 
year finds them with low cash and receiv- 
ables, and high inventories and liabilities. 
Income taxation seems to be responsible for 
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the adoption of the calendar year in many 
cases, according to the bulletin, although 
the natural tendency is to take stock an- 
nually at a time when the business natu- 
rally slows down. Most businesses, it is 
said, have a natural period of conclusion 
each year toward which operations of the 
preceding twelve months seem to have been 
directed. At that time the true results of 
the year can best be determined. This is 
the ideal time for the preparation of sales, 
production and advertising budgets. The 
bulletin indicates the dates on which certain 
industries can best conclude the fiscal year. 

It 1s stated that the interest of the asso- 
ciation in publishing the bulletin is _pri- 
marily to help in the better conduct of 
business affairs. 


Massachusetts Society of Certified 
Public Accountants 


A meeting of the Massachusetts Society 
of Certified Public Accountants was held 
October 24th, at the chamber of commerce 
building, Boston. 

R. W. Bowdoin, executive head of the 
research committee of the New England 
Council, discussed the work of that organi- 
zation. The New England Council is the 
administrative group of the New England 
Conference, an organization of New England 
industries which meets annually. Invita- 
tions have been extended to more than 800 
agricultural, commercial and industrial or- 
ganizations to send delegates to this year's 
—™ at Springfield, November 17th and 

The Massachusetts society voted unani- 
mously to codperate with the New Eng- 
land Council and to have three delegates 
appointed to it. 

E. Grosvenor Plowman, of the United 
States department of commerce, was a guest 
at the meeting. Mr. Plowman was general 
organizer for management week in Boston. 

Charles F. Rittenhouse, vice-president of 
the society, presided at the meeting. 


Michigan Association of Certified 
Public Accountants 


At a meeting of the new board of directors 
of the Michigan Association of Certified 
Public Accountants, held October 6th, the 
following officers were elected for the en- 
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suing year: President, Richard FitzGerald; 
vice-president, William H. Van Tifflin; sec- 
retary, C. Earle Neff, and treasurer, Cres- 
cent A. Parker. 


Missouri Society of Certified Public 
Accountants 


KANSAS CITY CHAPTER 


A regular monthly meeting of the Kansas 
City chapter of the Missouri Society of Cer- 
tified Public Accountants was held Novem- 
ber 7th. The programme provided for a 
discussion of industrial and financial investi- 
gations with emphasis on the following 
points: the investigative function of ac- 
counting, conditions that lead to financing 
and refinancing, the purpose and broad ele- 
ments of an investigation, the balance-sheet, 
operating analysis, tax phases, and trends 
of modern accountancy with particular 
reference to this type of work. 

The programme was under the direction 
of Paul D. Williams. 


Society of Certified Public Accountants 
of the State of New Jersey 


A regular monthly meeting of the Society 
of Certified Public Accountants of the State 
of New Jersey was held October 31st, at the 
Elks’ club, Newark. Maurice E. Peloubet, 
president of the society, presided. 

A technical discussion of ‘Fixed assets, 
appreciation and depreciation,’’ was led by 


Charles E. Mather. In his address, Mr. 
Mather quoted from a paper prepared by 
his father more than forty years ago, show- 
ing that many of the problems related to 
fixed assets are the same today as they were 
then and that the methods of solving them 
have not changed basically. 

This discussion, in which many of the 
members participated, is the beginning of a 
programme planned by the educational and 
programme committees of the society, which 
are arranging subjects and obtaining speak- 
ers for similar discussions at future monthly 
meetings. All persons interested in ac- 
countancy are invited to attend these 
meetings. 


New York State Society of Certified 


Public Accountants 


The fifth all-day and evening conference 
of the New York State Society of Certified 


Public Accountants was held October 25th 
at the Waldorf-Astoria hotel, New York. 
Joseph J. Klein, president of the society, 
presided. 

The business session, which commenced at 
3.30 p.m., included routine affairs and a 
report of a special legislation survey com- 
mittee, which is printed elsewhere in this 
Bulletin. This report caused an extended 
discussion on the legislative situation in 
New York. 

The evening meeting was called to order 
at 8 p.m. The subject for discussion was 
“The relationship between the certified 
public accountant and the lawyer.’ James 
M. Rosenberg, an attorney and a specialist 
in reorganizations, discussed the comple- 
mentary functions of accountants and law- 
yers in the kind of work with which he was 
most familiar. 


Alexander W. Gregg, formerly chief coun- 
sel of the bureau of internal revenue, spoke 
on the subject from the point of view of tax 
practice. John T. Madden, dean of the 
school of commerce of New York University, 
spoke on ‘The philosophy of the relations 
of the accountant to jurisprudence.”’ Ken- 
neth McEwen, counsel of the New York 
State Society, spoke on the relationship of 
the accountant and lawyer in general prac- 
tice. The relations of the two professions 
in surrogate practice were discussed by 
Harold D. Greeley. 


An exhibit of modern accounting ma- 
chinery was arranged by Charles J. Maxcy, 
chairman of the special technical committee 
on accounting machinery. Demonstrators 
were present at the exhibit from 11 a.m. 
to 6 p.m. 

The New York society has recently issued 
its 1927 year-book which, as usual, contains 
a list of members, officers, committees, etc. 
The report of the president is included and 
it summarizes the activities of the society 
during the past year. The total member- 
ship is given as 893. Special mention is 
made in the report of the preparation of a 
historical survey which was distributed at 
the time of the thirtieth anniversary ban- 
quet last spring. The plan of the society of 
issuing monographs prepared by technical 
committees also receives notice in the report. 
An employment information service which 
has been suggested as an activity of the 
society is mentioned. 
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North Carolina Association of Certified 
Public Accountants 


At the eighth annual meeting of the North 
Carolina Association of Certified Public 
Accountants, on October 14th and 15th at 
Greensboro, the following officers were 
elected: President, George E. Wood; vice- 
president, Kenyon W. Parham, and secre- 
tary-treasurer, George H. Emery. The 
three officers with the following members 
constitute the board of directors: J. B. 
McCabe, W. H. Zimmerman, George H. 
Terry and O. N. Hutchinson. 

The principal speakers at the banquet 
were H. J. Hobgood, attorney, and Clar- 
ence O. Kuester, secretary of the Charlotte 
chamber of commerce. 

At the business session on the first day of 
the meeting revision of the constitution and 
by-laws of the association was discussed. 

he membership now comprises 63 fellows, 
6 associates and 4 honorary members. 


Pennsylvania Institute of Certified — 


Public Accountants 
PITTSBURGH CHAPTER 


A meeting of the Pittsburgh chapter of 
the Pennsylvania Institute of Certified Pub- 
lic Accountants was held at the Roosevelt 
hotel, Pittsburgh, October 26th. George F. 
Herde, who represented the Pennsylvania 
Institute of Certified Public Accountants 
at the twentieth annual conference of the 
National Tax Association at Toronto, 
October 10th to 14th, spoke at the chapter 
meeting on the proceedings of the confer- 
ence. Simplification of the federal income- 
tax law was one of the most important 
points in his discussion. The committee 
on simplification of income tax of the 
National Tax Association recommended the 


drafting of an entirely new act covering the 
income tax, Mr. Herde said, separate from 
all other features of revenue legislation, to 
be arranged in such a manner as to be under- 
stood easily by the taxpayer. Such an act 
would clarify the taxpayer’s primary obliga- 
tions and the principal questions which 
might trouble him, such as rate of tax, on 
what income payment must be made, ex- 
emptions, when and where return should be 
filed, what statements it must contain and 
how and when tax must be paid. Nineteen 
specific recommendations regarding simpli- 
fication of income tax were included in the 
report of the committee. 

There was a general sentiment at the 
meeting of the Pittsburgh chapter that the 
recommendations of the tax conference 
might have been different if a larger number 
of professional public accountants had been 
in attendance. The hope was expressed 
that at future conferences there would be 
greater participation by public accountants. 


South Carolina Association of Certified 
Public Accountants 


The South Carolina Association of Cer- 
tified Public Accountants held its annual 
meeting at Columbia, South Carolina, 
October 18th. The following officers were 
elected: President, N. E. Derrick; vice- 
president, W. F. Muckenfuss, and secretary- 
treasurer, J. Hall. 

The afternoon was devoted to a business 
session. At a banquet in the evening ad- 
dresses were delivered by D. W. Springer 
and W. R. Bradley. 

Consideration was given to the advisa- 
bility of holding local meetings in the differ- 
ent cities of the state either once or twice a 
month, and it was decided to give such a 
plan a trial during the coming year. 


REVIEWS 


CHARLES C. POTTER—“CHANGES IN 

REVENUE LAWS AS SUGGESTED BY THE 

NATIONAL eee OF REAL-ESTATE 
B ” 


An address delivered before the Orlando 
Realty Board, Orlando, Florida, October 24, 
1927. 

The speaker analyzed a report prepared by the 


National Association of Real-estate Boards, on 
legislative changes for the betterment of the realtor, 


for presentation to the committee on finance of 
the United States senate, the committee on ways 
and means of the house of representatives and the 
joint committee on internal-revenue taxation. The 
speaker showed the differences between the present 
revenue law and the one proposed in this report. 
Thirteen distinct conditions were included in the 
report and the meaning of each one was discussed. 

It was contended, the speaker said, that profit 
on the sale of realty should be considered as a 
capital gain regardless of the length of time the 
property has been held, where it has been acquired 
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as an investment in fact, whether by an ordinary 
investor or broker or operator; and in any event 
it should be held to be a capital gain where the 
property has been held by the taxpayer, regardless 
of his business or the purpose for which it was 
acquired. 

The speaker said that in the report it is argued 
that the principle permitting a claim in abatement 
suspending payment pending determination of the 
actual tax should be re-established, except in cases 
of jeopardy assessments. 

Commissions paid for obtaining a long-term 
lease should be considered as expenses deductible 
after the year in which they become a definite 
liability, it was said. 

The contention was made that corporations 
owning coéperative apartments should be exempt 
from corporation income-tax returns, as in the case 
of mutual corporations for insurance, etc. 

The statute should contain an explicit definition 
of the term “fair market value’ as applied to de- 
ferred-payment sales not on the instalment plan, 
said the speaker. 

Other matters contained in the complete report 
dealt with depreciation, double taxation, instalment 
sales, lot basis in subdivisions, syndicates and 
trusts, taxation of real-estate boards, corporation 
liquidation in kind and residential property. 


RICHARD H. BROWNE—“CONDITIONS IN 
THE HOTEL INDUSTRY” 


An address delivered at a dinner of the 
Hotel Accountants Association, New York, 
October 21, 1927. 


The speaker called attention to the recently 
published increases in assessed valuations of hotels, 
which, he said, naturally will be followed by in- 
creased taxes. He inferred that taxation of hotels 
in New York was in danger of becoming confisca- 
tory and that combined effort on the part of hotel 
men may be necessary to avoid being taxed out of 
business. 

A decade ago, said the speaker, the hotel business 
was a profitable one and its operation was compara- 


Anchin, Block & Anchin announce the 
removal of their offices to 285 Madison 
avenue, New York. 


Boka & Eiswirth, Saint Louis, Missouri, 
announce the removal of their offices from 
suite 455 to suite 802-803, Planters building. 


Sidney S. Bourgeois, Jr., announces the 
removal of his offices to 1518-19 New Canal 
Bank building, New Orleans, Louisiana. 


Robert O. Delin and Frederick R. Coyle 
announce the dissolution of the firm of 
Delin & Coyle. 


Each will continue the 
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tively easy, but at present excessive competition, 
high taxes and drastic laws have made it one of 
the class of hazardous enterprises. 

He said that the hotel proprietor is bound by 
stringent laws regarding his premises, power plant, 
elevators, linen, food, safety of guests’ property, hy- 
giene of employees, corporate activities, etc. Defi- 
nite legal regulation covers nearly every operation in 
his business and severe punishment is the penalty 
for missteps on his part, the speaker said. 

Strenuous competition is frequent in the hotel 
business and the nature of the plant makes it im- 
possible for a proprietor to move to another dis- 
trict. The speaker said that there was an almost 
universal misconception of the profits which may 
be made from hotel operation, usually due to the 
ignorance of the tremendous overhead with which 
the hotel business is burdened. Promoters, he 
said, have prepared estimates for the erection of 
new hotels that were not only insufficient to cover 
the actual cost of building but indicated an amount 
of profit from operations that was impossible to 
obtain in any circumstances. Consequently, huge 
investments in hotels have been made under condi- 
tions which will result in no profit and often in 
large losses. This situation is true in many parts 
of the country besides New York. 

The unfavorable situation of the hotel industry 
has been aggravated this year by generally quiet 
business conditions which have tended to reduce 
traveling by the public at large, as well as by re- 
stricted traveling of buyers due to the fact that 
out-of-town commercial houses are making their 
purchases through local buyers. The speaker 
mentioned the uniform system of accounts for 
hotels which was adopted by the hotel association 
of New York recently and he said that the Hotel 
Accountants Association has been designated by 
proprietors to collect information on the uniform 
system of accounts which will be available to back- 
ers, prospective buyers and others interested, as 
well as to proprietors. The Hotel Accountants 
Association will soon issue a questionnaire to pro- 
prietors asking for figures and percentages as a 
preliminary step in taking stock of the current 
financial condition of the industry. 


practice of accountancy at 55 west 42nd 
street, New York. 


John Gordon announces that he has 
formed a partnership with Meyer Epstein 
under the firm name of John Gordon & Co. 
with offices at 271 Madison avenue, New 
York. 


T. P. Hill, Vancouver, Canada, announces 
the opening of an office as a chartered ac- 
countant in the Rogers building. 


Hurdman & Cranstoun announce that 
they have made arrangements for represen- 
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tation in Los Angeles by Macleod, Mac- 
farlane & Co., I. N. Van Nuys building, and 
that they will represent the latter firm in 
New York. 


Harry B. Mills announces his association 
with Barrow, Wade, Guthrie & Co., 226 
A. G. Bartlett building, Los Angeles. 


Naramore, Niles & Co. and J. E. Graef 
& Co. announce the consolidation of the 
practices of both firms under the name of 
Naramore, Niles & Co., with Joseph E. 
Graef as resident partner in the office at 
271 Madison avenue, New York. 


Announcement has been made of the 
merger of the firm of Seath, Mitchell & Ross 
with Lunsford, Barnes & Co. Offices will 
be maintained at 1003 Pioneer Trust build- 
ing, Kansas City; 708 Kennedy building, 
Tulsa; 305 Wheeler-Kelly-Hagny building, 
Wichita, and 42 Broadway, New York. 


Touche, Niven & Co. announce the open- 
ing of an office at 1509 Book building, 
Detroit, Michigan. 


The following paragraphs report public- 
service activities of members and associates 
of the Institute: 


Albert T. Bacon, Chicago, spoke at a 
- meeting of the Illinois Manufacturers’ Cost 
Association held at St. Louis, Missouri, 
October 21st, on “Can a cost system afford 
information at a price you can afford to 


pay?” 


Victor G. Gillingham, Houston, Texas, 
addressed a meeting of the Houston Real- 
estate Board, October 11th, on ‘‘Instalment 
sales from the federal tax standpoint.” 


John J. Helmus, New York, spoke on 
“Accounting problems relating to trading in 
and conversion of precious metals’ at a 
meeting of the New York Society of Ac- 
countants at the Hotel McAlpin, October 
11th. 

Joel Hunter, Atlanta, spoke on October 
11th before the Personnel Association of his 
city on ‘‘What industry can expect from the 
public high-school graduate’’ and on October 
19th he addressed the convention of Civitan 
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clubs of Georgia on ‘‘Building good citizen- 
ship.”” Mr. Hunter is a committee member 
of the Atlanta Air Board. 


Wayne Kendrick, Washington, D. C., is 
serving on the budget and audit committee 
of the Washington Rotary club, on the 
house committee of the Washington City 
club, on the educational committee of the 
Y. M. C. A., on the finance committee of 
the Washington board of trade and as a 
member of the committee managing the 
boys’ club drive in his city. 


On October 5th Caddie H. Kinard, El 
Dorado, Arkansas, spoke on ‘“The C. P. A. 
and his duties,’ before the Business and 
Professional Women’s club of his city. 


A. J. Lynn, Louisville, Kentucky, spoke 
on “‘Some standards in teaching commercial 
subjects,” at a meeting of the Southwestern 
Indiana Traders Association held at Evans- 
ville, Indiana, October 21st. 


John T. Madden, New York, spoke on 
“Some modern problems in distribution,” 
at a meeting of the Eastern Supply Associa- 
tion at the Hotel Astor, New York. On 
October 19th Mr. Madden addressed the 
Canadian club of the city of New York on 
“Costs and management,’’ and on the same 
day he spoke at a meeting of the New York 
section of National Purchasing Agents at 
the Builders Exchange club on ‘“The measure 
of efficiency of the purchasing agent.”” Mr. 
Madden has recently been appointed di- 
rector of the Institute of International 
Finance. 


P. W. Pinkerton, Chicago, addressed 
students of the Central College of Commerce 
of that city, October 29th, on ‘“The kick.” 
Mr. Pinkerton has recently been elected 
treasurer of the executives’ club of Chicago. 


Andrew Stewart, New York, has been 
appointed chairman of the accountants’ 
group for the eleventh annual roll call of the 
American Red Cross. 


Walter C. Wright, Los Angeles, has been 
appointed chairman of the membership 
committee of the chapter of the National 
Association of Cost Accountants in his city. 


. 


